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This case concerns the validity of a“Compromise Settlement Release” executed by
the appellant, Howard A. Woods (Woods), in favor of the appellee, Mutual of Omaha (Omaha).
Woods challengesitsvalidity on the ground of mental incapacity. Thetrial court entered summary

judgment infavor of Omahaand Woods hasappealed. For reasons hereinafter expressed, weaffirm.

InMarch 1991, Omahaissued Woodstwo insurance policies(medical and disability).
During the processing of aclaim filed by Woods, Omaha discovered certain misrepresentations on
Woods' application for insurance which, according to Omaha, invalidated the policies by their own
terms. Omahainformed Woodsin November 1991 that the policieswere “canceled from the issue
date.” In January 1992, Woods filed suit againg Omaha dleging wrongful termination of his
insurance. On March 27, 1992, Woods executed the release at issue here which, in sum, releases
Omaha from all clams arising out of the aforementioned insurance policies in consideration for
$12,000. A check for that amount was negotiated by Woods on March 30, 1992. The release

expressly provided for the dismissal with prejudice of Woods' lawsuit.

InJune 1994, Woodsfiled the present actionin general sessionscourt again claiming
that Omahahad wrongful ly terminated hisinsurance.® Thesuit wasapparently dismissed and Woods
appealed the decision to circuit court. Thereafter, Omaha filed a motion “to dismiss or in the
aternativefor summary judgment,” asserting that the action was barred by the applicable statute of
limitations and the doctrines of res judicata and accord and satisfaction. The affidavit of Janet
Stewart, Omaha’ ssecond vice president and counse, was submitted on itsbehalf. The affidavit set
forth the terms of the release as heretofore specified and included a copy of therdease. Thetrid

court granted Omaha s motion based on the release.

Woodsthen filed a“Motion for New Trial,” asserting that he had, since entry of the
summary judgment, “gathered [a]ffidavits from his doctors to clarify his mental and physical
conditionon 3/27/92 .. ..” No affidavits were attached to the motion. Woods additionally filed a

“Motion to Set Aside” the ruling. The affidavit of Dr. Dale Foster was attached, which states, as

"Woods filed suit against various defendants; however, the judgment before us enters
summary judgment in favor of Omahaonly and was rendered final by the trial court in
accordance with Rule 54.02 T.R.C.P. Thus, Omahaisthe only Appelleefor purposes of this

appeal .



relevant here;

| am a psychologist with the Germantown Psychological
Associates, P.C. . ..

Mr. Woods s currently under my care and has requested that
| inform you concerning the history of his psychologicd condition as
indicated by his trestment while under my care.

Mr. Woodsfirst cameto meon April 6, 1992 presenting with
paranoia, psychotic thinking, numerous somatic complaints, and
extreme anxiety.

He hasreceived adiagnosis of Schizophrenia, Paranoid type

It is my opinion that, due to his mental state at that time, he

was not capable of entering into a contract with full knowledge and
ability to understand the consequences of that contract.

The record next includes a document filed by Woods entitled “Amend[ed] Complaint,” which
includesthe affidavits of Dr. George Chu, addressing Woods' physical condition while hospitalized
in April and May 1991 as the result of an automobile accident, and Dr. John Howser, which also
addresses Woods' physical condition subsequent to the accident. Woods also filed a“Mation to
Extend Time to File Beyond the Allotted Time After a Ruling,” so as to file additional expert
affidavitsregarding hismental capacity “in 1992,” and variousother motions. After entertainingthe

motions, the trial court entered an order denying Woods motion to set aside.

Woods thereafter filed additional motions, with the court subsequently entering an
“Order on Motions and Final Judgment as to Mutual of Omaha.” The judgment, from which this
appeal lies, grants Woods' requests to file a copy of his medical records from Southeast Mental
Health Center and to reconsider the summary judgment entered in favor of Omaha. The judgment
further reflectsthetrial court’ sdenial of Woods motion to set aside the summary judgment after its

consideration of the medical records and “dl other documents submitted by [Woods], . . .”

The issue before us is whether the trial court was correct in entering summary
judgment for Mutual of Omaha. In ruling on motionsfor summary judgment, we areto consider the
matter in the same manner as a motion for a directed verdict made at the close of the plaintiff’s

proof, i.e., al evidence must be viewed in alight most favorable to the motion’s opponent and dl



legitimate conclusions of fact must be drawn in that party’s favor. It is only when there is no
disputed issue of material fact that summary judgment should be granted by the trial court and
sustained by the court of gppeals. E.g., Fly v. Cannon, 813 S.W.2d 458, 460 (Tenn. App. 1991).
The party seeking summary judgment carriesthe burden of persuading the court that no genuine and
material factual issues exist and that heis, therefore, entitled to judgment as a matter of law. Once
thisisshown by the moving party, then the nonmovant must demonstrate, by affidavits or discovery
materids, that thereisagenuine, material fact disputewarranting atrial. Byrdv. Hall, 847 S\W.2d

208, 211 (Tenn. 1993).

As heretofore noted, the trial court granted Omaha’ s motion for summary judgment
based on the release executed by Woods, who now challenges its validity upon the ground that he
was mentally incompetent to executeit. Themental incapacity required to invalidate a contract was
discussed by the middle section of this Court in Roberts v. Roberts, 827 SW.2d 788 (Tenn. App.

1991), when stating:

No published Tennessee authority is found which defines
[the] degree of mental incapacity required to invalidate a contract. .

In17 C.J.S. Contracts 8 133(1)(e), pp. 860, 861, 862, isfound
the following text:

The test of mental capacity to contract is
whether the person in question possesses sufficient
mind to understand, in a reasonable manner, the
nature, extent, character, and effect of the act or
transaction in which he is engaged; the law does not
gauge contractual capacity by the standard of mental
capacity possessed by reasonably prudent men. Itis
not necessary to show that a person was incompetent
to transact any kind of busness, but to invalidate his
contract it is sufficient to show that he was mentdly
incompetent to deal with the particular contract in
issue, . . .

On the other hand, to avoid a contract it is
insufficient to show merely that the person was of
unsound mind or insanewhen it was made, but it must
al so be shown that thisunsoundness or i nsanity was of
such a character that he had no reasonabl e perception
or understanding of the nature or terms of the
contract. The extent or degree of intellect generally is
not in issue, but merely the mental capacity to know
the nature and terms of the contract.

... there must, to invalidate the contract, be



at the time thereof such impairment of reasoning
powers as to make the person incapable of acting
rationdly in the transaction involved, or such mental
unsoundness as occasions an inability to comprehend
the subject of the contract and its nature and probable
conseguences, or as rendersthe individual incapable
of understanding and acting with discretion in the
business at hand; and it has been held that to
invalidate his contract there must be an entire | oss of
aperson’ sunderstanding asrespects such transaction.

In the final analysis, contractual capacity isa
question to beresolved in thelight of the facts of each
case and the surrounding circumstances.

Roberts, 827 SW.2d at 791-92.

In view of Roberts, we hold that in order for Woods to defeat Omaha’ s motion for
summary judgment, the record beforeus must establish his mental incompetency with respect to the
particular contract in issue. We find nothing in this record, however, specifically addressng this
concern. Therecordsof Southeast Mental Health Center includean “intake summary,” dated March
6, 1992, which references Woods' overall mental statusat that time, as does another psychological
evaluation of Woods dated January 4, 1994. We find both of these assessments of littleimport in
determining whether Woods had the capacity to execute the release in question. The record dso
includes the Department of Health and Human Service's decision that Woods is disabled for
purposes of the Social Security Act. The decision states that Woods “ has been disabled since April
29,1991, ... Hehasapsychotic disorder not otherwise specified, possible paranoid schizophrenia,
borderlineintellectual functioning, carpel tunnel syndrome, and cervical facet syndrome, which are
considered to be ‘ severe’ under the Socid Security Regulations.” Asisapparent, the Department’s
decision does not concern Woods' capacity to understand and appreciate the contract in question.
The only evidence in the record addressing Woods' capacity to enter into a contract is the affidavit
of Dr. Foster, which we find inadequate on theissue. Dr. Foster’s affidavit establishes that he did
not begin treating Woodsuntil April 6, 1992, which wasafter the agreement’ sexecution. Moreover,
the affidavit refers only to Woods' general inability to enter into a contract and does not make

specific reference to the contract at issue.

We conclude that when the evidenceis viewed in alight most favorable to Woods,



no genuine issue of material fact is created regarding his mental capacity to execute the release on
March 27, 1992. The judgment of the trial court is, accordingly, affirmed. Costs are assessed

against Howard A. Woods, for which execution may issueif necessary.

FARMER, J.

CRAWFORD, P.J., W.S. (Concurs)

LILLARD, J. (Concurs)



